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对课题进行研究是出于对由于众所周知的 Tom Yum 经济危机，1997 年
7 月 2 日泰国从一篮子货币制度到受管理的浮动汇率制度的改变对其外汇市场

































 This study occurs from the curiosity of what the effect of the change in the 
foreign exchange regime of Thailand from Basket currency to Managed floated 
currency on July 1997, 2nd, due to financial crisis as well known as Tom Yum Crisis. 
Before the change launched, the nominal spot exchange rate had been 25 baht/ USD 
for a long time, but then the rate depreciated sharply to around 40 baht/ USD in the 
following month. It is claimed that the managed float currency regime allows the 
money value depends on the mechanism of the demand and supply in money market 
and the inflation rate in Thailand. It means that the determination of exchange rate 
might be reflected indeed by the trade balance and the movement of interest rate. 
Yet, in fact, the statistical result revealed the negative perspective. The interest rate 
and trade balance did not consider the trend of exchange rate.  
 Hence, this empirical study used the monthly historical data from January 
1990 to June 2011. The US dollar (USD) was participated in the consideration of 
exchange rate. As well as this experiment was divided time horizon into 3 periods: 
entire of observed experiment, before and after changing foreign exchange regime.  
 The experiment of whole period data, the series data for some variables (real 
exchange rate, real interest rate and trade balance) were not stationary at level. 
Therefore, the implement of cointegrating test ran a static regression after all 
variables were I(1). As the results of cointegrating test, it demonstrated the absence 
of correlation among them, because the residual also was not stationary. Once again, 
the data of pre and post changing foreign exchange regime was tested as the same 
methodology as the entire episode. The consequences presented that the movement 
of real exchange rate in Thailand had never been affected by the difference of real 
interest rate and the exchange of goods and services between Thailand and the 
United States of America. As reasons of it, it was claimed that the Bank of 
Thailand’s intervention in the Thai Baht (THB) value aimed to retain the liquidity of 
domestic economics. The limitation of currency value was reflected by the domestic 
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Chapter 1 Introduction 
1.1 Background 
 This empirical paper is to examine the determination of the movement of real 
foreign exchange rate Thai currency (THB) per the United States of America currency 
(USD) through Trade Balance and Nominal Interest Rate Differential. As of the Power 
Purchasing Parity theory (PPP), the difference of interest rate between two countries 
is related to the change of Spot Foreign Exchange Rate. Also, The International Fisher 
Effect which was developed from Purchasing Power Parity expressed that the change 
of Foreign Exchange Rate is affected by the difference of nominal interest rate 
between two countries. Purchasing Power Parity has been referred relatively to the 
law of one price which is to adjust the nominal exchange rate by real exchange rate 
and price ratio among two trading countries, whereas, the fluctuation of commodity 
price in each country also depends the domestic interest rate in each country. As well 
as the Marshall-Lerner condition explains that the devaluation of the national currency 
improves the successive trade balance. For instance, as the devalued national currency 
exists, it leads the domestic goods cheaper against the trade-partner country. Thus, the 
demand in exports is encouraged to grow up, as a result, the quantity of export will be 
more than import. 
 In Thailand July 1997, people, who were participating in the economic circular, 
faced the depression from the severe financial crisis (well known as Tom Yam Crisis). 
Before the crisis, the exchange rate THB/USD was 25 baht/dollar. Then, on July 2nd 
1997, the Central bank of Thailand changed the system of foreign exchange rate from 
Currency Basket Currency to Managed Float Currency which immediately affected to 
the exchange rate shifting to 30 baht/dollar in sequencing month. Therefore, the 
movement of exchange rate was never flatted any longer as shown as figure 1.1. 
Immediately, after new monetary system announcement, the value of Thai currency 
became weaker and weaker. It was only within 6 months that Thai Baht was double 
depreciated by January 1998 at 53.8147 baht/USD. However the set of exchange rate 
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Effect theory claimed that the difference of nominal interest rate between two 
countries leads the deprecation of home currency, however, this determination of 
exchange rate will eliminate the inflation rate by an adoption of the real term as real 
exchange rate and real interest rate differential. 
This following statement shows that there is probably a relationship between real 
exchange rate and real interest rate differential. During of July 1997 and January 
1998, when the domestic real interest rate in Thailand was higher against that in USA, 
the trend of the real exchange rate (as shown in the figure 1.2) fluctuated reversely 
with the trend of the real interest rate differential (as shown in the figure 1.3). On the 
real exchange rate trend, the linear was increasing steeply, meanwhile on the real 
interest rate was dropped materially.  
 As the Marshall Lerner condition is applied, as result that expresses the negative 
relationship between the trade balances (net export) and the real foreign exchange 
rate. As just mentioned above, the value of Thai currency more than double 
depreciated during July 1997 and January 1998, contrary, the net export (shown in 
figure 1.3) was still unfavorable. Furthermore the trade balance was sharply shrunk 
from 496.84 million US dollars in November 1997 to 127.38 million US dollars in 
December 1997. Intuitively, whether the domestic currency is depreciated, it ought to 
be incentive to influence the larger trade balance for Thailand.  
 As above mentioned, the circumstances in Thailand were quite suspect. Hence, 
this study pursues to examine that there is some correlation between the real interest 
rate differential Thailand – United States of America, the Trade Balance and Real 
Exchange Rate Thai Baht / US Dollars by using Cointegration Method with the 














































































Before July 2nd, 1997, Thailand adopted the basket currency regime as a majority 
foreign exchange currency policy. Since the financial crisis (as well known as Tom 
Yam Crisis) breakout, it influenced that the exchange rate regime changed to 
Managed Floated Currency. Thus, the movement of exchange rate in Thailand was 
more relative to mechanism markets than that in the basket currency regime. So, this 
inspired me ask this question that it is truth. For a precise reason, this research will 
consider in the real term and include a real interest rate differential and a trade balance 
as an explanatory variable in regression for explaining the real exchange rate in 
Thailand. 
 
1.3 Purpose of Research - Questions 
 Even although the contradiction of the practice with the theory exists in Thailand, 
there, somehow, might also exhibit the relation.  
I will conduct research according to following questions.  
 1. To study the long-run relationship between Real Interest rate in Thailand, Trade 
Balance as independent variables and Exchange Rate Thai Baht – US Dollar as 
dependent variable, even though there is the government’s intervention. 
 2. To examine the effect of exchange rate by changing interest rate plus changing 
trade balance and the difference between the pre-change exchange regime and 
post-changed exchange regime.  




 The empirical investigation covers monthly data for the nominal interest rate, the 
trade balance and exchange rate between January 1990 and June 2011. For this test, I 
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Here is why the United States of America currency (USD) is involved in this 
empirical study, due to in Thailand, USD or US treasury is broadly and mostly 
possessed by Thai residents, enterprises and also definitely Bank of Thailand as Bank 
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Chapter 2  Literature Reviews 
 The statistical test for the relationship between real exchange rate, interest rate 
and trade balance have set from various economists in various regions around the 
world. Mostly, conclusions have been drawn that there were not significantly 
statistical evidences of the existence of relationship. Regardless of the statistic, the 
shift of the real exchange rate was anyway influenced by interest rate and trade 
balance. Thus, the determination of real exchange rate in Thailand will be based on 
the presented techniques from international and Thai researches. 
 
2.1 International Researches 
2.1.1 Campbell and Clarida (1987) 
 They examined about the real exchange rate movement reflected by the long-run 
equilibrium exchange rate and real interest rate differentials by State-Space 
techniques. Data was collected by using the United Stated, Canada, British, German 
and Japan from October 1979 to March 1986. The data samples were gathered by 
every last Friday of each month. The result of this empirical research was found that 
the change of Dollar real exchange rate was more variance than real interest rate 
differential. As well as the movement of real exchange rate was insignificantly 
reflected by the variability of real interest rate. Eventually, there can be drawn a 
conclusion that it was not materially a statistical importance of the relationship among 
the real exchange rate and the real interest rate.  
 
2.1.2 Prabirjit Sarkar (2001) 
 His effort was to examine the relationship between Foreign Trade and Real 
Exchange rate in India period of 1980-1998.  Monthly Indian foreign trade and real 
exchange rates data were observed from January 1980 to October 1998.  Initially the 
trend equation was fitted by Ordinary Least Squares (OLS) technique. The trend 
equation was re-estimated through the Gauss-Newton Iterative technique 
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Fuller (DF test) and Augmented Dickey-Fuller tests (ADF test). The consequences of 
the export and import series data were to reject a presence of a unit root. While the 
exchange rate series fail to satisfy the tests. The procedure of the problem of 
autocorrelated residuals, the graph of the transformed residuals shows a clear case of 
stationarity. Eventually, the conclusion of the relationship test found no statistically 
significant relationship between the real effective exchange rate series and the dollar 
value of India’s export / import. Although, the relationship was not statistically found, 
nominal devaluation of the rupee was made to effect a real devaluation.  
 
2.1.3 Ng Yuen-Ling, Har Wai-Mun, Tan Geoi-Mei (2003) 
 Their empirical investigation tested the relationship Real Exchange Rate and 
Trade Balance in Malaysia however the level of domestic and foreign income were 
also taken into account. Annually Data was derived from 1955 to 2006 from 
International Monetary Fund (IMF). The study used Augmented Dickey-Fuller (ADF) 
and Philips-Perron (PP) test as Unit Root Test. While, the cointegration test used three 
methods Engle-Granger Test, Error Correction Model and Johansen-Juselius Test to 
investigate the long-run relationship. Also, the Vector Error Correction Model was to 
estimate the effect exchange rate on Trade balance. The consequence of the 
investigation reported that there exhibited the presence of the long-run relationship 
among Trade Balance, Real Exchange rate, domestic income and also foreign income. 
In this research, the results support the valid of the Marshall-Lerner Condition through 
Vector Error Correction Model (VECM), indicating that the depreciation has 
improved the trade balance. However VECM analysis does not find the evidence of 
the short term worsening of trade balance as J-curve effects. The results implied that 
Malaysian trade balance did not follow the J-curve pattern of adjustment.  
 
2.1.4 Joseph P. Byrne and Jun Nagayasu (2008) 
 They examined the relationship between the real exchange rate and real interest 
rate differentials which focused on the relationship United State and United Kingdom. 













Degree papers are in the “Xiamen University Electronic Theses and Dissertations Database”. Full
texts are available in the following ways: 
1. If your library is a CALIS member libraries, please log on http://etd.calis.edu.cn/ and submit
requests online, or consult the interlibrary loan department in your library. 
2. For users of non-CALIS member libraries, please mail to etd@xmu.edu.cn for delivery details.
厦
门
大
学
博
硕
士
论
文
摘
要
库
